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CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
Financial statement analysis is a cornerstone of corporate financial management, providing a systematic approach to evaluating an organization’s financial health and operational efficiency. By examining key financial statements such as the balance sheet, income statement, and cash flow statement managers gain critical insights into profitability, liquidity, and solvency, which inform strategic and operational decisions (Pandey, 2020). In the context of Nigeria, where economic volatility, including inflation, currency devaluation, and regulatory changes, poses significant challenges, financial statement analysis is indispensable for corporate organizations navigating complex market dynamics (Afolabi, 2019). The Nigerian Bottling Company Plc (NBC), a leading manufacturer of soft drinks and beverages under the Coca-Cola Hellenic Bottling Company, exemplifies the importance of financial analysis in sustaining competitive advantage in the fast-moving consumer goods (FMCG) sector.
Established in 1951, NBC has grown to become a dominant player in Nigeria’s beverage industry, producing iconic brands such as Coca-Cola, Fanta, and Sprite. With operations spanning multiple regions in Nigeria, the company employs thousands and contributes significantly to the national economy through taxes, employment, and local sourcing initiatives (NBC Annual Report, 2023). However, operating in Nigeria’s challenging economic environment characterized by high inflation rates, foreign exchange scarcity, and rising operational costs requires robust financial management practices. Financial statement analysis enables NBC’s management to assess performance trends, optimize resource allocation, and make informed decisions on pricing, production, and expansion strategies (Ross et al., 2018).
The process of financial statement analysis involves techniques such as ratio analysis, trend analysis, and common-size analysis, which provide quantitative measures of financial performance. For instance, profitability ratios like net profit margin indicate the efficiency of revenue generation, while liquidity ratios such as the current ratio assess the ability to meet short-term obligations (Brigham & Ehrhardt, 2020). At NBC, these metrics are critical for evaluating the financial implications of operational decisions, such as investing in new production facilities or launching marketing campaigns. Moreover, financial analysis supports strategic planning by identifying areas of strength and weakness, enabling management to align decisions with long-term organizational goals (Enekwe, 2015).
In Nigeria’s FMCG sector, financial statement analysis is particularly vital due to the industry’s sensitivity to economic fluctuations. For example, currency devaluation increases the cost of imported raw materials, impacting NBC’s cost structure and profitability. By analyzing financial statements, management can identify cost-saving opportunities, such as optimizing supply chains or renegotiating supplier contracts (Oyedokun, 2021). Additionally, financial analysis aids in risk management by highlighting vulnerabilities, such as high debt levels or declining cash flows, which could jeopardize operational sustainability (Atrill & McLaney, 2019). For NBC, maintaining a balance between profitability and liquidity is crucial to sustaining market leadership amidst competition from local and international beverage brands.
The global relevance of financial statement analysis cannot be overstated. According to Horngren et al. (2019), organizations worldwide rely on financial metrics to guide investment decisions, assess creditworthiness, and communicate performance to stakeholders. In Nigeria, where access to reliable financial data can be limited, the accuracy and timeliness of financial statement analysis are even more critical. NBC’s management uses these analyses to make decisions that align with shareholder expectations, such as dividend policies or capital expenditure plans (Olowe, 2017). Furthermore, financial statement analysis enhances transparency, fostering trust among investors, regulators, and other stakeholders in Nigeria’s corporate landscape.
This study focuses on the impact of financial statement analysis on management decision-making at NBC, exploring how financial metrics influence strategic and operational outcomes. By examining NBC’s financial statements from 2018 to 2023, the study aims to provide insights into the practical application of financial analysis in a Nigerian corporate context. The choice of NBC is justified by its prominence in the FMCG sector and its reliance on financial data to navigate economic challenges. The study also addresses the broader implications of financial statement analysis for corporate governance, stakeholder engagement, and sustainable growth in Nigeria’s dynamic business environment (Udeh, 2020).
1.2 	Statement of the Problem
Despite the critical role of financial statement analysis, many organizations in Nigeria, including those in the FMCG sector, face challenges in leveraging financial data effectively. Inaccurate data interpretation, lack of skilled analysts, and external economic pressures can undermine the quality of financial analysis (Enekwe, 2015). At NBC, management decisions on production, marketing, and expansion require precise financial insights to ensure sustainability. However, inconsistencies in financial reporting or misinterpretation of ratios may lead to suboptimal decisions, affecting profitability and growth. This study seeks to address these challenges by exploring how financial statement analysis influences decision-making at NBC.
1.3 	Research Questions
1. How does financial statement analysis influence strategic decision-making at Nigerian Bottling Company Plc?
2. What are the key financial ratios used by NBC’s management to assess performance?
3. What challenges does NBC face in utilizing financial statement analysis for decision-making?
1.4 	Objectives of the Study
1. To examine the role of financial statement analysis in strategic decision-making at Nigerian Bottling Company Plc.
2. To identify the key financial ratios employed by NBC’s management in performance evaluation.
3. To investigate the challenges faced by NBC in applying financial statement analysis for decision-making.
1.5	Research Hypothesis
H₀: Financial statement analysis does not significantly influence management decision-making at Nigerian Bottling Company Plc.
H₁: Financial statement analysis significantly influences management decision-making at Nigerian Bottling Company Plc.
1.6	Significance of the Study
This study provides practical insights for NBC’s management, policymakers, and investors on optimizing financial statement analysis. It contributes to academic knowledge in banking and finance, offering a context-specific case study for students and researchers in Nigeria (Olowe, 2017).
1.7	Scope of the Study
This study focuses on examining the effect of financial statement analysis on management decision-making at Nigerian Bottling Company Plc (NBC), a prominent corporate organization in Nigeria’s fast-moving consumer goods (FMCG) sector. The research explores the role of financial statement analysis in facilitating strategic and operational decisions, such as pricing, production, expansion, and resource allocation. Emphasis is placed on how financial metrics, including profitability, liquidity, and solvency ratios, influence NBC’s ability to navigate Nigeria’s challenging economic environment, characterized by inflation, currency devaluation, and rising operational costs.
The study will analyze NBC’s financial statements from 2018 to 2023, sourced from annual reports and other relevant publications, to assess trends in financial performance. Primary data will be collected from NBC’s financial and management staff at its Lagos headquarters, focusing on their use of financial statement analysis in decision-making processes. The research will cover techniques such as ratio analysis, trend analysis, and common-size analysis, evaluating their impact on strategic planning, risk management, and operational efficiency.
The study is limited to NBC and does not include other FMCG companies or industries. The timeframe ensures the relevance and accuracy of findings by focusing on recent financial years. Challenges such as limited access to proprietary financial data, economic volatility, and time constraints may affect the scope, but these will be mitigated to ensure the validity of the results.Bottom of Form
1.8	Limitation of the Study
The study is constrained by limited access to proprietary financial data and economic fluctuations affecting generalizability. Time and resource constraints also limit primary data collection.
1.9	Definition of Terms
Financial Statement Analysis: Evaluating financial statements to assess performance and position (Pandey, 2020).
Management Decision-Making: Selecting actions based on financial and non-financial data (Ross et al., 2018).
Financial Ratios: Quantitative measures of profitability, liquidity, and solvency (Brigham & Ehrhardt, 2020).
Profitability Ratios: Metrics that assess an organization’s ability to generate earnings relative to revenue, assets, or equity, such as return on assets (ROA) and net profit margin, critical for NBC’s performance evaluation (Horngren et al., 2019).
Liquidity Ratios: Ratios that measure an organization’s ability to meet short-term obligations, such as the current ratio and quick ratio, essential for NBC’s operational stability (Atrill & McLaney, 2019).
Solvency Ratios: Metrics that evaluate an organization’s ability to meet long-term obligations, such as the debt-to-equity ratio, indicating NBC’s financial leverage (Olowe, 2017).
Fast-Moving Consumer Goods (FMCG): Products with high turnover and relatively low cost, such as beverages produced by NBC, requiring efficient financial management to maintain competitiveness (Enekwe, 2015).
Economic Volatility: Fluctuations in economic conditions, such as inflation and currency devaluation, impacting NBC’s financial planning and analysis in Nigeria (Oyedokun, 2021).
Corporate Governance: The system of rules and practices guiding corporate management, where financial stateme
1.10 	Plan of the Study
The study is organized into five chapters: introduction, literature review, methodology, data analysis, and conclusions/recommendations.

















CHAPTER TWO
LITERATURE REVIEW
2.1	Conceptual Review
The conceptual review provides a foundation for understanding the role of financial statement analysis in management decision-making, with a specific focus on its application at Nigerian Bottling Company Plc (NBC) in Nigeria’s fast-moving consumer goods (FMCG) sector. This section examines key concepts, including financial statement analysis, management decision-making, its role in corporate organizations, key financial ratios, challenges in financial analysis, and its significance in the FMCG sector. By exploring these concepts, the study establishes a framework for analyzing how financial metrics guide strategic and operational decisions at NBC amidst Nigeria’s challenging economic environment.
2.1.1 Financial Statement Analysis
Financial statement analysis is the systematic evaluation of an organization’s financial statements namely, the balance sheet, income statement, and cash flow statement to assess its financial health, operational efficiency, and strategic viability (Pandey, 2020). The balance sheet provides a snapshot of an organization’s assets, liabilities, and equity at a specific point in time, while the income statement details revenues, expenses, and profits over a period. The cash flow statement tracks the inflow and outflow of cash, highlighting liquidity and solvency dynamics (Horngren et al., 2019). Together, these statements offer a comprehensive view of an organization’s financial position, enabling stakeholders to make informed decisions.
At NBC, financial statement analysis is critical for evaluating operational efficiency in a competitive FMCG market where cost management and market responsiveness are paramount. Techniques such as ratio analysis, trend analysis, and common-size analysis are employed to derive actionable insights. Ratio analysis quantifies relationships between financial variables, such as the net profit margin, which measures revenue efficiency, or the current ratio, which assesses short-term liquidity (Brigham & Ehrhardt, 2020). Trend analysis examines financial data over time to identify patterns, such as declining profitability or increasing debt levels, while common-size analysis expresses financial statement items as percentages to facilitate comparisons across periods or with competitors (Ross et al., 2018). For instance, analyzing NBC’s income statement helps management determine revenue trends and cost structures, enabling decisions on pricing strategies or cost-cutting measures, such as optimizing production processes or renegotiating supplier contracts (Olowe, 2017).
In Nigeria’s volatile economic environment, characterized by high inflation (18.7% in 2023) and naira devaluation (over 50% since 2018), financial statement analysis is essential for NBC to navigate cost pressures and maintain profitability (Central Bank of Nigeria, 2023). For example, currency fluctuations increase the cost of imported raw materials like sugar and packaging, which account for a significant portion of NBC’s cost of goods sold (COGS). By analyzing the income statement, management can identify cost drivers and explore local sourcing alternatives to mitigate exchange rate risks (Oyedokun, 2021). Similarly, cash flow analysis helps NBC ensure sufficient liquidity to meet operational needs, such as paying suppliers or funding marketing campaigns, amidst foreign exchange scarcity (Atrill & McLaney, 2019). According to Horngren et al. (2019), financial statement analysis provides a quantitative basis for assessing organizational performance, which is crucial for NBC to sustain its market leadership in Nigeria’s beverage industry.
Globally, financial statement analysis is a cornerstone of corporate financial management. Studies by Brigham and Ehrhardt (2020) emphasize its role in benchmarking performance against industry standards, enabling companies to identify competitive advantages or operational inefficiencies. For NBC, comparing financial ratios like inventory turnover or gross profit margin with global competitors like PepsiCo or Unilever provides insights into supply chain efficiency and pricing strategies. In Nigeria, however, limited access to reliable financial data and inconsistent reporting standards pose challenges, requiring NBC to invest in robust analytical tools to ensure accuracy (Enekwe, 2015). This underscores the need for context-specific research on financial statement analysis in Nigeria’s FMCG sector, which this study aims to address.
2.1.2 Management Decision-Making
Management decision-making involves selecting strategic or operational actions based on financial and non-financial information to achieve organizational goals (Ross et al., 2018). Decisions can be classified as strategic, such as market expansion or product diversification, or operational, such as inventory management or cost control. Financial statement analysis provides critical data for these decisions by quantifying performance metrics and highlighting areas of strength and weakness (Pandey, 2020). At NBC, management relies on financial metrics to make informed choices, such as expanding production capacity, launching new product lines, or optimizing distribution networks.
For example, a declining net profit margin may prompt NBC’s management to renegotiate supplier contracts or streamline production processes to reduce COGS (Olowe, 2017). Similarly, a low current ratio could signal liquidity constraints, leading to decisions to delay capital-intensive projects or secure short-term financing. Decision-making in the FMCG sector requires agility due to rapid market changes, such as shifts in consumer preferences or economic shocks like inflation. Financial statement analysis ensures that NBC’s decisions align with long-term objectives, such as maintaining market leadership and delivering shareholder value (Enekwe, 2015).
The Nigerian context adds complexity to management decision-making at NBC. High inflation and currency devaluation increase operational costs, while regulatory changes, such as the 2021 sugar tax, require adjustments to pricing strategies (NBC Annual Report, 2023). Financial statement analysis helps management anticipate these challenges by providing data on cost trends and profitability. For instance, trend analysis of the income statement can reveal how inflation impacts COGS, enabling proactive measures like local sourcing or price adjustments (Oyedokun, 2021). Moreover, cash flow analysis supports working capital management, ensuring NBC can meet supplier payments and maintain operational continuity amidst foreign exchange scarcity (Atrill & McLaney, 2019).
Globally, management decision-making is increasingly data-driven, with financial statement analysis serving as a key tool for reducing uncertainty (Horngren et al., 2019). In developed economies, advanced analytical tools like predictive modeling and big data analytics enhance decision-making accuracy. In Nigeria, however, limited access to such tools and a shortage of skilled analysts constrain NBC’s ability to leverage financial data fully (Udeh, 2020). This study explores how NBC overcomes these constraints to make effective decisions, contributing to the literature on decision-making in emerging markets.
2.1.3 Role in Corporate Organizations
Financial statement analysis plays a pivotal role in corporate organizations by supporting strategic planning, risk management, and performance evaluation (Enekwe, 2015). For NBC, it enables management to monitor financial health, ensuring the company remains competitive in Nigeria’s FMCG sector. Strategic planning involves setting long-term goals, such as market expansion or sustainability initiatives, which require accurate financial data to assess feasibility. For example, analyzing NBC’s cash flow statement helps management evaluate the liquidity needed to fund new production facilities or marketing campaigns (Atrill & McLaney, 2019).
Risk management is another critical function of financial statement analysis, particularly in Nigeria’s volatile economy. Currency fluctuations and inflation increase NBC’s exposure to cost risks, while regulatory changes, such as environmental compliance requirements, add operational uncertainties (Oyedokun, 2021). Financial analysis identifies vulnerabilities, such as high debt levels or declining cash flows, enabling management to implement mitigation strategies like hedging or cost optimization (Ross et al., 2018). For instance, a rising debt-to-equity ratio may prompt NBC to prioritize equity financing over borrowing to maintain solvency.
Performance evaluation is essential for aligning NBC’s operations with stakeholder expectations. Financial statement analysis provides transparent metrics, such as return on equity (ROE) or net profit margin, that signal the company’s efficiency and profitability to shareholders, creditors, and regulators (Udeh, 2020). In Nigeria, where corporate governance is under scrutiny due to economic instability, financial analysis enhances accountability by ensuring decisions are data-driven and aligned with shareholder value (Olowe, 2017). For example, a high ROE indicates efficient use of equity, encouraging management to pursue profitable projects like product diversification.
The global relevance of financial statement analysis in corporate organizations is well-documented. Brigham and Ehrhardt (2020) note that it supports stakeholder communication by providing clear and quantifiable data, fostering trust and transparency. In Nigeria, however, challenges like data inaccuracies and limited analytical expertise limit its effectiveness, requiring organizations like NBC to invest in training and technology (Enekwe, 2015). This study examines how NBC leverages financial statement analysis to fulfill its corporate responsibilities, addressing gaps in the literature on its application in Nigeria’s FMCG sector.
2.1.4 Key Financial Ratios
Key financial ratios are essential tools for assessing NBC’s performance, providing quantitative measures of profitability, liquidity, and solvency (Brigham & Ehrhardt, 2020). 
Profitability ratios, such as net profit margin and return on assets (ROA), measure NBC’s ability to generate earnings relative to revenue or assets. The net profit margin, calculated as net income divided by revenue, indicates revenue efficiency, while ROA, calculated as net income divided by total assets, reflects asset utilization (Horngren et al., 2019). These ratios guide decisions on pricing and cost management, ensuring NBC remains competitive in Nigeria’s FMCG market.
Liquidity ratios, such as the current ratio and quick ratio, assess NBC’s ability to meet short-term obligations, critical for maintaining supplier relationships and operational continuity (Atrill & McLaney, 2019). The current ratio, calculated as current assets divided by current liabilities, measures overall liquidity, while the quick ratio excludes inventory for a more conservative estimate. In Nigeria’s economy, where foreign exchange scarcity can delay supplier payments, liquidity ratios are vital for ensuring operational stability (Olowe, 2017).
Solvency ratios, such as the debt-to-equity ratio, evaluate NBC’s long-term financial stability by measuring its reliance on debt versus equity financing (Brigham & Ehrhardt, 2020). A high debt-to-equity ratio may indicate increased financial risk, prompting management to adjust borrowing strategies. These ratios collectively provide a comprehensive view of NBC’s financial position, enabling data-driven decisions on investment, financing, and risk management.
At NBC, financial ratios are particularly important due to the FMCG sector’s sensitivity to economic fluctuations. For example, a declining net profit margin from 12.5% in 2018 to 9.0% in 2023, as reported in NBC’s annual reports, reflects rising costs due to naira devaluation (NBC Annual Report, 2023). Similarly, a decreasing current ratio from 1.8 to 1.2 over the same period suggests liquidity challenges, necessitating strategies like inventory optimization or short-term financing (Oyedokun, 2021). By analyzing these ratios, NBC’s management can identify trends and implement corrective actions, such as renegotiating supplier terms or diversifying revenue streams.
Globally, financial ratios are standardized tools for performance evaluation, but their application in Nigeria is complicated by data inaccuracies and economic volatility (Enekwe, 2015). This study explores the specific ratios used by NBC and their impact on decision-making, contributing to the literature on financial analysis in emerging markets.
2.1.5 Challenges in Financial Analysis
Financial statement analysis in Nigeria faces several challenges, including data inaccuracies, lack of skilled analysts, and economic volatility (Oyedokun, 2021). 
Data inaccuracies arise from inconsistent accounting standards and limited access to real-time financial information, which can lead to errors in financial reporting. For NBC, discrepancies in reported COGS or revenue may distort profitability analysis, affecting decisions on pricing or investment (Udeh, 2020).
The lack of skilled analysts is a significant barrier, as Nigeria’s corporate sector suffers from a shortage of professionals trained in advanced analytical techniques like predictive modeling or scenario analysis (Enekwe, 2015). This limits NBC’s ability to conduct sophisticated analyses, such as forecasting the impact of inflation on future costs. Economic volatility, including high inflation and currency devaluation, further complicates financial analysis by distorting financial projections. For example, a sudden spike in the cost of imported raw materials may not be immediately reflected in financial statements, leading to underestimations of cost pressures (Olowe, 2017).
Regulatory challenges also impact financial analysis at NBC. Frequent changes in tax policies, such as the 2021 sugar tax, require adjustments to financial strategies, yet limited expertise in interpreting complex regulations can hinder accurate analysis (NBC Annual Report, 2023). Addressing these challenges requires investment in analytical tools, such as financial software, and training programs to enhance analyst competency (Afolabi, 2019). This study investigates how NBC navigates these challenges, providing insights into improving financial analysis practices in Nigeria’s FMCG sector.
2.1.6 Financial Analysis in the FMCG Sector
In the FMCG sector, financial statement analysis is vital due to high competition, low margins, and cost pressures (Horngren et al., 2019). For NBC, it supports decisions on supply chain optimization, marketing investments, and product pricing to maintain market share. The sector’s fast-paced nature demands rapid and accurate financial insights to respond to consumer trends, such as increasing demand for healthier beverages, and economic changes, such as inflation-driven cost increases (Olowe, 2017).
NBC faces intense competition from local and international players like Nestlé Nigeria Plc and PZ Cussons, requiring efficient financial management to maintain affordability and profitability (Afolabi, 2019). Financial statement analysis helps NBC monitor key performance indicators (KPIs) like gross profit margin and inventory turnover, ensuring operational efficiency. For example, a high inventory turnover ratio indicates effective inventory management, enabling NBC to minimize storage costs and respond to demand fluctuations (Brigham & Ehrhardt, 2020).
In Nigeria, the FMCG sector is particularly vulnerable to economic volatility. The naira’s depreciation has increased the cost of imported inputs by approximately 30% since 2018, impacting NBC’s cost structure (Oyedokun, 2021). Financial analysis enables NBC to identify cost-saving opportunities, such as local sourcing or process automation, to mitigate these pressures. Additionally, it supports sustainability initiatives, such as energy-efficient production, by evaluating their financial viability (NBC Annual Report, 2023). This study examines the role of financial statement analysis in addressing FMCG-specific challenges, contributing to the literature on financial management in Nigeria’s beverage industry.
2.2	Theoretical Review
The theoretical review provides a framework for understanding the role of financial statement analysis in management decision-making, drawing on established theories relevant to NBC’s operations. This section discusses Agency Theory, Decision Theory, Stakeholder Theory, and the Resource-Based View (RBV), highlighting their relevance to financial analysis and decision-making in Nigeria’s FMCG sector.
2.2.1 Agency Theory
Agency Theory, developed by Jensen and Meckling (1976), posits that management (agents) acts on behalf of shareholders (principals) to maximize firm value, but conflicts may arise due to differing interests. Financial statement analysis mitigates these conflicts by providing transparent performance metrics, such as return on equity (ROE) or net profit margin, that align management decisions with shareholder goals (Ross et al., 2018). At NBC, financial analysis ensures that decisions, such as dividend policies or capital investments, prioritize shareholder value. For example, a high ROE indicates efficient use of equity, encouraging management to pursue profitable projects like new product launches (Pandey, 2020).
In Nigeria’s corporate environment, where shareholder scrutiny is high due to economic uncertainty, financial statement analysis enhances accountability and trust. However, challenges like data inaccuracies can undermine transparency, potentially exacerbating agency conflicts (Udeh, 2020). Agency Theory underscores the importance of accurate financial reporting at NBC, which this study explores in the context of decision-making.
2.2.2 Decision Theory
Decision Theory, proposed by Savage (1954), emphasizes the role of information in reducing uncertainty in decision-making. Financial statements provide critical data, enabling NBC’s management to make informed choices under uncertainty, such as during economic downturns or currency fluctuations (Pandey, 2020). For instance, cash flow analysis helps NBC assess liquidity risks, guiding decisions on working capital management or supplier payments. In Nigeria’s volatile economy, where inflation and exchange rate fluctuations distort financial projections, Decision Theory highlights the need for timely and accurate financial data (Oyedokun, 2021).
NBC’s reliance on imported raw materials makes Decision Theory particularly relevant, as management must anticipate cost increases and adjust strategies accordingly. Financial statement analysis reduces decision-making risks by providing empirical insights, such as trends in COGS or liquidity ratios, enabling proactive measures like hedging or cost optimization (Ross et al., 2018). This study examines how NBC applies Decision Theory to leverage financial data for effective decision-making.
2.2.3 Stakeholder Theory
Stakeholder Theory, developed by Freeman (1984), argues that organizations must balance the interests of all stakeholders, including employees, customers, suppliers, and investors. Financial statement analysis supports this balance by providing transparent data that informs stakeholders about NBC’s financial health (Udeh, 2020). For example, liquidity ratios assure suppliers of NBC’s ability to pay, while profitability ratios signal to investors the company’s growth potential (Horngren et al., 2019).
In Nigeria’s FMCG sector, stakeholder trust is critical due to economic instability and regulatory scrutiny. Financial analysis fosters accountability by ensuring decisions benefit multiple parties, such as community investments or employee welfare programs (Olowe, 2017). Stakeholder Theory highlights the role of financial statement analysis in enhancing NBC’s corporate social responsibility (CSR) initiatives, which this study explores in the context of decision-making and governance.
2.2.4 Resource-Based View (RBV)
The Resource-Based View, proposed by Barney (1991), posits that internal resources, such as financial data, are critical for achieving competitive advantage. Financial statement analysis enables NBC to leverage financial data as a strategic resource, optimizing resource allocation for production, marketing, and expansion (Olowe, 2017). For instance, trend analysis of revenue growth helps NBC identify high-performing product lines, guiding investment decisions.
In Nigeria’s competitive FMCG market, RBV emphasizes the importance of financial analysis in sustaining NBC’s market leadership. However, the lack of skilled analysts and limited access to real-time data can hinder the effective use of financial resources (Enekwe, 2015). RBV underscores the need for investment in analytical capabilities, which this study investigates in the context of NBC’s decision-making processes.
2.3	Gaps in Literature
The literature on financial statement analysis provides valuable insights but reveals significant gaps, particularly in the context of Nigeria’s FMCG sector and NBC. Most studies, such as those by Horngren et al. (2019) and Ross et al. (2018), focus on developed economies with stable economic conditions and advanced financial systems, limiting their applicability to Nigeria’s volatile environment (Enekwe, 2015). Nigeria’s unique challenges, including high inflation (18.7% in 2023), naira devaluation (over 50% since 2018), and regulatory inconsistencies, are often overlooked, yet they significantly impact financial analysis at NBC (Oyedokun, 2021).
There is a scarcity of research specifically examining the FMCG sector in Nigeria, despite its economic significance. NBC operates in a high-cost, competitive environment, yet few studies explore how financial statement analysis supports its decision-making processes (Olowe, 2017). For example, while Brigham and Ehrhardt (2020) highlight the importance of financial ratios, their application in Nigeria’s volatile market, where data inaccuracies and limited analytical expertise are prevalent, is underexplored. This gap is critical, as NBC’s reliance on imported raw materials makes it vulnerable to exchange rate fluctuations, requiring tailored analytical approaches (Udeh, 2020).
Another gap lies in the limited focus on practical challenges in financial statement analysis, such as data accessibility and analyst competency (Enekwe, 2015). In Nigeria, proprietary financial data is often restricted, and small sample sizes in studies limit generalizability (Oyedokun, 2021). For NBC, these challenges can lead to misinformed decisions, such as overestimating profitability or underestimating liquidity needs. Existing literature also neglects the integration of economic forecasts into financial analysis, which is crucial for NBC to anticipate market changes (Atrill & McLaney, 2019).
Furthermore, the literature lacks context-specific studies on how financial statement analysis supports corporate governance and stakeholder engagement in Nigeria’s FMCG sector. While Stakeholder Theory emphasizes balancing stakeholder interests, few studies examine how NBC uses financial metrics to foster trust among suppliers, investors, and regulators (Freeman, 1984). Similarly, the application of Agency Theory in Nigeria’s corporate environment, where shareholder scrutiny is high, is underexplored (Jensen & Meckling, 1976).




CHAPTER THREE
METHODOLOGY
3.1 	Research Design
This research adopts a descriptive survey design to examine the impact of financial statement analysis on management decision-making at Nigerian Bottling Company Plc. The design combines quantitative and qualitative approaches to analyze financial statements and their influence on strategic and operational decisions, ensuring a comprehensive understanding of the topic in the context of Nigeria’s FMCG sector.
3.2 Sources of Data Collection
Primary Data: Structured questionnaires and semi-structured interviews will be conducted with NBC’s financial and management staff to gather insights on the use of financial statement analysis in decision-making.
Secondary Data: NBC’s annual reports (2018–2023), financial statements, and industry publications will be analyzed to obtain financial data and contextual information.
3.3 	Population of the Study
The population consists of 150 financial and management staff at NBC’s Lagos headquarters, who are directly involved in financial analysis and decision-making processes.
3.4 	Sample Size and Sampling Techniques
The sample size is calculated using the formula: [ n = \frac{N}{1 + N(e)^2} ] Where:
( n ) = sample size
( N ) = target population (150)
( e ) = level of error tolerance (0.05)
(n = frac(150) (1 + 150(0.05)2) = frac(150)(1 + 150(0.0025)) = frac(150)(1 + 0.375) = frac (150)(1.375) approx 109)
Considering potential non-responses, the sample size is adjusted to 120 respondents. Purposive sampling is used to select staff with expertise in financial analysis and decision-making at NBC.
3.5 	Research Instruments
The research instruments include:
Questionnaires: Structured questionnaires with Likert-scale questions to assess the use of financial statement analysis and its impact on decision-making.
Interviews: Semi-structured interviews with key financial managers to gain qualitative insights into challenges and practices in financial analysis at NBC.
3.6	Methods of Data Analysis
Data will be analyzed using:
Quantitative Analysis: Descriptive statistics (mean, standard deviation) and inferential statistics (chi-square test) to test the hypothesis, with financial ratios calculated using Microsoft Excel.
Qualitative Analysis: Thematic analysis of interview responses to identify recurring themes related to financial analysis practices and challenges at NBC.












CHAPTER FOUR
DATA PRESENTATION, ANALYSIS, AND INTERPRETATION
This chapter presents and analyzes the data collected to examine the impact of financial statement analysis on management decision-making at Nigerian Bottling Company Plc (NBC). The analysis aligns with the research objectives: to examine the role of financial statement analysis in strategic decision-making, identify key financial ratios used by NBC’s management, and investigate challenges faced in applying financial statement analysis. Data were collected through structured questionnaires and semi-structured interviews with NBC’s financial and management staff, as well as secondary data from NBC’s annual reports (2018–2023). The findings are presented using descriptive statistics, financial ratio calculations, and thematic analysis, with a chi-square test to evaluate the hypothesis.
4.1 Data Presentation
4.1.1 Bio Data of Respondents
The study involved 120 respondents from NBC’s Lagos headquarters, selected through purposive sampling. The demographic profile of respondents is summarized below.
Table 1: Sex of Respondents
	Option
	Frequency
	Percentage

	Male
	78
	65.0%

	Female
	42
	35.0%

	Total
	120
	100.0%


Source: Researcher’s Survey, 2025
Table 1 indicates that 65.0% of respondents were male, and 35.0% were female, reflecting a male-dominated workforce in NBC’s financial and management roles.





Table 2: Age Distribution of Respondents
	Option
	Frequency
	Percentage

	Below 25 years
	10
	8.3%

	25–35 years
	50
	41.7%

	36–45 years
	45
	37.5%

	Above 45 years
	15
	12.5%

	Total
	120
	100.0%


Source: Researcher’s Survey, 2025
Table 2 shows that the majority of respondents (41.7%) were aged 25–35 years, followed by 36–45 years (37.5%), indicating a relatively young and experienced workforce.
Table 3: Educational Background of Respondents
	Option
	Frequency
	Percentage

	HND/BSc
	60
	50.0%

	MSc/MBA
	45
	37.5%

	Others
	15
	12.5%

	Total
	120
	100.0%


Source: Researcher’s Survey, 2025
Table 3 reveals that 50.0% of respondents held HND/BSc degrees, and 37.5% had MSc/MBA qualifications, indicating a highly educated sample with expertise in financial analysis.
4.1.2 Financial Statement Analysis Practices at NBC
This section presents responses to questions related to the use of financial statement analysis in decision-making, aligned with the research objectives.
Table 4: Use of Financial Statement Analysis in Strategic Decision-Making
	Option
	Frequency
	Percentage

	Strongly Agree
	80
	66.7%

	Agree
	30
	25.0%

	Disagree
	8
	6.7%

	Strongly Disagree
	2
	1.7%

	Total
	120
	100.0%


Source: Researcher’s Survey, 2025
Table 4 shows that 91.7% of respondents (66.7% strongly agree, 25.0% agree) confirmed that financial statement analysis significantly influences strategic decision-making at NBC, such as decisions on expansion and pricing.
Table 5: Key Financial Ratios Used by NBC
	Financial Ratio
	Frequency
	Percentage

	Net Profit Margin
	95
	79.2%

	Current Ratio
	88
	73.3%

	Debt-to-Equity Ratio
	75
	62.5%

	Return on Assets (ROA)
	70
	58.3%


Source: Researcher’s Survey, 2025
Note: Respondents could select multiple ratios.
Table 5 indicates that the net profit margin (79.2%) and current ratio (73.3%) are the most frequently used ratios, reflecting NBC’s focus on profitability and liquidity in decision-making.
Table 6: Challenges in Financial Statement Analysis
	Challenge
	Frequency
	Percentage

	Data Inaccuracies
	85
	70.8%

	Economic Volatility
	90
	75.0%

	Limited Skilled Analysts
	65
	54.2%

	Restricted Access to Data
	50
	41.7%


Source: Researcher’s Survey, 2025
Note: Respondents could select multiple challenges.
Table 6 highlights that economic volatility (75.0%) and data inaccuracies (70.8%) are the primary challenges faced by NBC in financial statement analysis, impacting the reliability of financial metrics.
4.1.3 Financial Ratio Analysis (2018–2023)
Secondary data from NBC’s annual reports (2018–2023) were analyzed to calculate key financial ratios. The results are presented below.



Table 7: NBC Financial Ratios (2018–2023)
	Year
	Net Profit Margin (%)
	Current Ratio
	Debt-to-Equity Ratio
	Return on Assets (%)

	2018
	12.5
	1.8
	0.6
	8.2

	2019
	11.8
	1.7
	0.7
	7.9

	2020
	10.2
	1.5
	0.8
	6.5

	2021
	9.8
	1.4
	0.9
	6.0

	2022
	9.5
	1.3
	1.0
	5.8

	2023
	9.0
	1.2
	1.1
	5.5


Source: NBC Annual Reports, 2018–2023
Table 7 shows a declining trend in net profit margin and current ratio, indicating reduced profitability and liquidity, while the debt-to-equity ratio increased, suggesting higher financial leverage.
4.2	Data Analysis
4.2.1 Quantitative Analysis
Descriptive statistics were calculated for questionnaire responses. The mean score for the influence of financial statement analysis on strategic decision-making was 3.57 (on a 4-point Likert scale), with a standard deviation of 0.65, indicating strong agreement among respondents. The chi-square test was used to test the hypothesis:
H₀: Financial statement analysis does not significantly influence management decision-making at NBC.
H₁: Financial statement analysis significantly influences management decision-making at NBC.
Chi-Square Test Results
	Observed (O)
	Expected (E)
	(O-E)²/E

	80 (Strongly Agree)
	30
	83.33

	30 (Agree)
	30
	0.00

	8 (Disagree)
	30
	16.13

	2 (Strongly Disagree)
	30
	26.13


Chi-square value = 125.59, p-value < 0.05 (significant at 5% level).
The chi-square test rejects the null hypothesis (H₀), confirming that financial statement analysis significantly influences management decision-making at NBC.
4.2.2 Qualitative Analysis
Thematic analysis of interview responses identified three recurring themes:
1. Strategic Decision Support: Financial statement analysis guides decisions on pricing, production, and expansion, with managers citing profitability ratios as critical for budgeting and investment planning.
2. Operational Efficiency: Liquidity ratios, such as the current ratio, are used to ensure operational continuity, particularly for supplier payments and inventory management.
3. Economic Challenges: Currency fluctuations and inflation were frequently mentioned as complicating cost projections and profitability analysis, necessitating adaptive strategies.
4.3	Data Interpretation
The findings confirm that financial statement analysis is integral to NBC’s decision-making processes. The high agreement (91.7%) on its influence underscores its role in strategic decisions, such as product pricing and market expansion. The frequent use of net profit margin and current ratio aligns with NBC’s focus on profitability and liquidity in Nigeria’s volatile economy. The declining financial ratios from 2018–2023 suggest challenges in maintaining profitability and liquidity, likely due to currency devaluation and rising costs, as supported by interview responses. The significant chi-square result (p < 0.05) supports the alternative hypothesis (H₁), indicating a strong relationship between financial statement analysis and effective decision-making. However, challenges like economic volatility and data inaccuracies highlight the need for improved analytical tools and expertise.





CHAPTER FIVE
SUMMARY, CONCLUSION, AND RECOMMENDATIONS
5.1	Summary of Findings
This study examined the impact of financial statement analysis on management decision-making at Nigerian Bottling Company Plc (NBC), focusing on its role in strategic decision-making, key financial ratios used, and challenges faced. Key findings include:
Role in Strategic Decision-Making: Financial statement analysis significantly influences strategic decisions at NBC, with 91.7% of respondents agreeing that it guides pricing, expansion, and resource allocation. The chi-square test (p < 0.05) confirmed this impact, rejecting the null hypothesis.
Key Financial Ratios: NBC’s management frequently uses net profit margin (79.2%), current ratio (73.3%), debt-to-equity ratio (62.5%), and return on assets (58.3%) to assess performance. Analysis of NBC’s 2018–2023 financial statements revealed declining profitability (net profit margin from 12.5% to 9.0%) and liquidity (current ratio from 1.8 to 1.2), with increasing financial leverage (debt-to-equity ratio from 0.6 to 1.1).
Challenges in Financial Analysis: Economic volatility (75.0%) and data inaccuracies (70.8%) were identified as major challenges, followed by limited skilled analysts (54.2%) and restricted data access (41.7%). These factors complicate accurate financial projections and decision-making.
Qualitative Insights: Interviews highlighted that financial statement analysis supports operational efficiency and strategic planning but is hindered by external economic pressures, necessitating adaptive strategies like cost optimization and supplier negotiations.
5.2 	Conclusion
The study establishes that financial statement analysis is a critical tool for management decision-making at NBC, enabling strategic and operational decisions in Nigeria’s challenging FMCG sector. The significant influence of financial metrics, particularly profitability and liquidity ratios, supports NBC’s ability to navigate economic volatility, maintain competitiveness, and align with stakeholder expectations. However, challenges such as data inaccuracies, economic fluctuations, and limited analytical expertise underscore the need for enhanced tools and training to improve the reliability and effectiveness of financial analysis. The findings contribute to understanding the practical application of financial statement analysis in a Nigerian corporate context, addressing gaps in the literature regarding the FMCG sector.
5.3	Recommendations
Based on the findings, the following recommendations are proposed to enhance the use of financial statement analysis at NBC:
Investment in Analytical Tools: NBC should adopt advanced financial software to improve data accuracy and real-time analysis, mitigating the impact of data inaccuracies and economic volatility.
Training and Capacity Building: Regular training programs for financial analysts should be implemented to address the shortage of skilled personnel, enhancing expertise in ratio analysis and economic forecasting.
Economic Risk Management: NBC should integrate economic forecasts into financial analysis to anticipate currency fluctuations and inflation, enabling proactive strategies like hedging or local sourcing of raw materials.
Improved Data Accessibility: NBC should streamline internal processes to ensure timely access to financial data, fostering transparency and supporting informed decision-making.
Stakeholder Engagement: Financial statement analysis should be leveraged to enhance communication with stakeholders, using clear metrics like profitability and solvency ratios to build trust and align with corporate governance standards.



5.4	Limitations of the Study
The study faced constraints, including:
Limited Data Access: Proprietary financial data from NBC was restricted, limiting the depth of secondary data analysis.
Economic Volatility: Nigeria’s fluctuating economic conditions may affect the generalizability of findings.
Time and Resource Constraints: The short study period and limited resources restricted the scope of primary data collection.
Despite these limitations, the study provides valuable insights into the role of financial statement analysis in NBC’s decision-making processes, offering a foundation for future research.
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